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Plan to Attend 


THE SIXTEENTH ANNUAL CONFERENCE 
of the : 
PERSONNEL RESEARCH FEDERATION 


New York, December 2, 3, and 4, 1936 
at the Hotel Pennsylvania and the 
Engineering Societies Building 





Subjects: 


Profit Sharing 

Lower Prices vs. Higher Wages 
What Employees Want 

Factory Organization 

Training for Management 
Training Skilled Workers 

How to Deal with Grievances 
Work of Industrial Psychologists 
Office Personnel Work 

Wage and Salary Administration 
Responsibilities of Industry. 








Joint Sessions are being arranged. Cooperating organizations: 


PERSONNEL RESEARCH FEDERATION 
AMERICAN SOCIETY OF MECHANICAL ENGINEERS 
SOCIETY FOR THE ADVANCEMENT OF MANAGEMENT 
PSYCHOLOGICAL CORPORATION 


For detailed program see next issue of the 
Personnel Journal 














Problems of 


Today We Are More and More Entrust- 
ing the Safety of our Institutions to the 
Will of the Masses of the People. How 
Can Business Leaders Adjust to this 
Situation? 


Industrial Statesmen 


NcE I read a fanciful story about 
() a scientist who invented a ma- 
chine to capture and amplify 
minute vibrations in the air and thus 
reproduce sounds long hushed and 
bring to life words uttered many years 
before. I should like to have that 
machine here today and tune it in on 
the past eighteen annual industrial re- 
lations conferences. What a variety 
of problems and ideas it would recall! 
Wartime wages and workingmen’s 
silk shirts; the depression of 1921, 
which some people thought was the 
last one we would ever have; labor 
shortage and immigration restric- 
tions; the fat years of the late 1920's 
with their hopes for perpetual pros- 
perity; the search for suitable invest- 
ment for workers’ surplus earnings; 
depression, unemployment relief, the 


Address delivered by 
Epwarp S. Cowprick 


at 1936 Silver Bay Conference on 
Industrial Relations 


New Deal—all these swiftly changing 
scenes have been enacted on the eco- 
nomic stage since the Y.M.C.A. first 
began assembling industrial people 
here for detached discussion in sur- 
roundings that foster perspective and 
sense of proportion. 

At this nineteenth conference, amid 
problems as acute as any that have 
confronted us in the last eighteen 
years, we are to consider the theme 
“Planning for Statesmanship in Hu- 
man Relations in Industry.’” My 
part of the task, as I understand it, is 
to survey the elements of the problem; 
to trace the tendencies in labor rela- 
tions, and to point out the influences 
which are significant for the present 
and the nearby future. In other 
words, we are to try to find out, at 
this opening session, whether there 
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is anything in the present situation 
that calls for statesmanship. If there 
isn’t, we can pack up and go home. 

At the very outset we should avoid 
the danger of confusing permanent 
trends with temporary disturbances; 
of failing to distinguish between the 
tide which moves in and out in a 
steady, predictable course, and the 
breakers which dash upon the shore 
with a vast tumult only to roll back 
and leave things pretty much as they 
were. To the swimmer fighting the 
breakers and the undertow, the waves 
often appear more important than the 
tide. Nevertheless, from this Silver 
Bay vantage point, we shall try to 
take a long time view and to see 
events, if not precisely in historical 
perspective, at least with a rational 
appraisal of values. 


Broad Social Trends 


It will facilitate our survey if we 
proceed from the general to the par- 
ticular—from broad trends in govern- 
ment and society to more detailed 
developments in labor relations. Ap- 
proaching the subject from this di- 
rection, we mark first a determined 
progress toward more democracy in 
government and in society. This is 
nothing new; certainly it did not orig- 
inate in March of 1933. Throughout 
most of its national history America 
has been a laboratory for the most ex- 
tensive experiment in democracy ever 
introduced on this planet. Democ- 
racy was not coincident with the 
Revolution. The Constitution was 
not intended to be democratic. It 
would have been rejected if the ver- 


dict had been left to popular opinion. 
The device of the electoral college is 
only one of the evidences of the deep 
distrust in which the mass of the 
voters were held by the Founding 
Fathers. 


Government in Hands of Masses 


The experiment in democracy really 
got under way when the states grudg- 
ingly gave up the restrictions which 
had limited the ballot to property 
Owners—sometimes to property own- 
ers who were also church members— 
and extended it freely to the rank and 
file of the people. From that time we 
were committed to stand or fall with 
the success of popular government. 
Today the experiment is far advanced. 
Perhaps it is near the crisis which 
will tell the world of success or fail- 
ure. Theresult—whocan tell? Per- 
haps we shall finally pack up our ap- 
paratus and write in our notebook 
that democracy has failed. That is 
what they have done in Germany and 
Italy. Perhaps we shall make some 
blunder and blow up the laboratory, 
as happened in Russia. But most of 
us in America still believe the experi- 
ment will succeed; that from the mix- 
ture in the retort we can produce a 
system of democratic government 
that will justify our refusal to be 
tempted by European shortcuts. 

This trend toward democracy is 
perhaps the most significant continu- 
ing influence upon our whole national 
development. In putting our govern- 
ment more and more into the hands of 
the numerical majority, we are en- 
trusting the safety of our institutions 





PROBLEMS OF INDUSTRIAL STATESMEN I2I 


to the will and purposes of the masses 
of the people. Under genuine popu- 
lar rule a government cannot for long 
differ greatly in intelligence, in mo- 
rality, or in purpose from the voters 
who put and keep it in power. 
Moreover, democracy in government 
cannot long be divorced from democ- 
racy in other activities of life. This 
means that leaders in statecraft and 
business, in self-defense if for no other 
reason, must see to it that the masses 
of the people have opportunities to 
advance not only their standards of 
living but also their standards of 
thinking and their standards of 
acting. 


Collective Adjustments 


Another tendency which exerts a 
powerful influence upon economic life 
is that toward collective adjustment 
of mutual relationships. By this Ido 
not mean ‘‘collectivism’’ in any tech- 
nical or political sense of the term. 
This tendency toward combination 
has been fairly steady throughout our 
national history.. At the beginning 
even the sagacious Washington 
thought we could get along without 
political parties. Today we have 
parties and blocs and factions and 
pressure groups in every stratum of 
government. We have corporations 
and labor unions and fraternal organi- 
zations and chambers of commerce 
and federations of churches. One 
cause of this development of collec- 
tive organizations has been the ex- 
haustion of the frontier and the pass- 
ing of the pioneer period in our 
national growth. One result of it 


has been the strong popular support 
for methods of social insurance 
whereby the hazards of life are pooled 
and paid for out of the collective 
purse. 

In the relations between the public 
and business the trend up to now has 
been toward an increasing degree of 
governmental control. Here again 
we should guard against the danger 
of imagining that we have come upon 
something that is wholly new. At 
least since the enactment of the first 
Interstate Commerce Law and the 
first Anti-Trust Law, business has 
been forced to submit to progressively 
more stringent regulation by the gov- 
ernment. This process has reached 
its peak, up to now, in the business 
philosophy of the Roosevelt Adminis- 
tration, which seemingly aspires to 
bring economic power completely un- 
der the domination of political power. 


More Government Control 


Encroachment by government upon 
functions formerly held to be under 
the control of private enterprise is 


more than a national trend. It is 
world wide. In Europe it has taken 
the form of Fascism and Bolshevism. 
The totalitarian state of whatever 
variety has little tolerance for the 
conception of free industry. The po- 
litical dictator has become as a matter 
of course an economic dictator. 
These new European systems seem- 
ingly have attracted the envious at- 
tention of some American students of 
government. There is evidence of a 
yearning, by both professional and 
amateur statesmen, to put the foot of 
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the bureaucrat upon the accelerator 
and the brake of the American indus- 
trial machine. 

Our own and future generations 
will have the task of determining just 
what degree of governmental control 
is needed in each new set of circum- 
stances and at what point private 
enterprise shall be permitted to work 
out its own destiny. Whatever may 
be the final verdict of the American 
people, the present tendency toward 
enlarged public control over business 
is an important factor in some of the 
labor phenomena to which shortly we 
shall turn our attention. 

We might go on indefinitely listing 
the general trends in politics and eco- 
nomics that have effects, direct or re- 
mote, upon the problems of industrial 
management in dealing with labor. 
From this point, however, we more 
profitably can make a frontal ap- 
proach to the problems themselves. 
What then are some of the tendencies 
in the field of industrial relations? 
Of these tendencies the most impor- 
tant are concerned with four general 
subjects: income distribution, volume 
of employment, social insurance, and 
collective bargaining. 


Income Distribution 


On the subject of income distribu- 
tion, the trend is so imponderable and 
the direction is so undetermined that 
I hesitate to discuss it in detail. We 
all know that in a considerable part 
of the public mind, as well as in cer- 
tain labor and political circles, there 
is a demand for a “‘better’’ distribu- 
tion of the gains made by industry. 


Some economists endorse this de- 
mand, basing their arguments on the 
importance of a diffused purchasing 
power. Occasionally one finds a 
somewhat sinister belief that if a 
business organization is making a 
profit—any profit at all—it is a fair 
target for demands from both labor 
and consumers. There is much com- 
ment—some of it sheer nonsense— 
about the relative gains of investors 
and wage earners in the recovery from 
depression. 

Partly as a result of these outside 
stresses, partly from sincere convic- 
tion, many employers are considering 
the possibility of distributing to wage 
earners, either in their pay envelopes 
or through bonuses or profit sharing 
schemes, larger slices of the industrial 
income than hitherto they have re- 
ceived. Inthe three-cornered compe- 
tition between labor, capital and 
consumers for the product of industry, 
capital, now adversely affected by the 
law of supply and demand, is for the 
moment in the weakest bargaining 
position. Unlike labor, it is subject 
to no protection from sweatshop 
wages. 

In the absence of some major eco- 
nomic catastrophe which would 
lower the standard of living of the 
whole nation, the trend of real wages 
in both the immediate and the long 
time future probably will be upward. 
As to the probability of any general 
adoption of profit sharing for the rank 
and file of employees, I am not pre- 
pared to make a prediction. At any 
rate, the somewhat uncertain trend in 
this direction is worth watching. 
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Perhaps by next year’s industrial con- 
ference it will be stronger, or will 
have gone into reverse. 


Volume of Employment 


In discussing volume of employ- 
ment, we should first remind our- 
selves that a labor surplus began to 
appear about ten years ago and con- 
tinued through the rest of the pros- 
perous period which ended in 1929. 
With the depression the numbers of 
jobless were vastly increased and re- 
lief of unemployment became one of 
the pressing problems of the nation. 
Such degree of business recovery as 
we have had up to now has only par- 
tially restored the balance between 
jobs and workers. 

It would be futile here to review all 
the confused and sometimes conflict- 
ing statistics that have been advanced 
to prove one or another thing about 
unemployment. In many companies 
and in some whole industries the 
numbers of employed workers seem 
to be fully up to 1929 levels. In 
other occupations jobs still are scarce. 
The statistical record is complicated 
by the fact that under present systems 
of relief and public work many people 
are listed as unemployed who never 
would have been heard of in that 
classification a few yearsago. A fur- 
ther complication is contributed by 
the well-known disposition of some 
of the jobless to retain their status as 
wards of the government rather than 
to accept private employment. But 
without attempting to analyze the 
various factors of the problem, we can 
agree that there are still large num- 


bers of our people who, for whatever 
reason, are without regular employ- 
ment and some of whom apparently 
have scant prospects of obtaining 
such employment in the predictable 
nearby future. 

This growth of the unemployment 
problem has given strong impetus to 
the movement toward social insur- 
ance which got under way in the early 
post-war years and which was mak- 
ing modest progress in the late 1920's. 
The culmination of this movement, 
up to now, is found in the federal 
Social Security Act and the state laws 
enacted in conformity with its pro- 
visions. 


Social Insurance 


I sometimes wonder if many of us 
realize the profound changes in our 


personal and community life which 
are going to take place in the next few 
years if the principle of social insur- 
ance is carried out to its logical con- 
clusion. We and our descendants 
will have to forget a whole series of 
inherited notions, abandon customs 
which have persisted since the first 
settlement of America, and begin 
thinking and living in new ways and 
by new methods. A political revo- 
lution of moderate scope might easily 
produce less fundamental changes in 
the conditions of American life than 
will be brought about by social insur- 
ance, if we go the full way upon 
which we have started. 

On the industrial side, social insur- 
ance, whether under federal or under 
state legislation, presents new and 
perplexing problems, both to the em- 
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ployer and to the employee. Laws 
are crude and untried, experts disagree 
about methods and principles, and 
the cost is so high that it causes dis- 
may even to many sincere friends of 
the experiment. Many employers 
have the further problem of adjusting 
their own private plans to the gov- 
ernmental scheme. 

My own opinion is that the United 
States has set forth irrevocably upon 
a program of social insurance. Pres- 
ent laws doubtless will be changed as 
experience or court decisions may dic- 
tate, but the principle will be pre- 
served. However much some may 
regret the passing of the pioneer era 
when every family was self-sufficient 
and every settler survived or perished 
through his own efforts and the 
bounty of nature, there can be no 
doubt that the mind of the American 
people is set firmly toward sharing 
the hazards of life; that the majority 
believes modern economic and social 
conditions call for measures of secu- 
rity which were neither needed nor 
desired by our grandfathers. In this 
situation I would counsel the indus- 
trialist not to resist the principle of 
social insurance but to join with his 
fellow citizens in directing its course 
toward the wisest and most workable 
laws obtainable—this for his own 
protection as well as for that of so- 
ciety as a whole. 


Collective Bargaining 


In the realm of collective bargain- 
ing, events of the last few years have 
been both heartening and discourag- 
ing—heartening because of the inde- 


pendence and good sense displayed by 
the majority of employees, discourag- 
ing because of the disposition of the 
national administration to take sides 
in labor disputes and to put the power 
of the government behind the efforts 
of one form of bargaining organi- 
zation. 

Before the passage of the National 
Industrial Recovery Act labor condi- 
tions in American industry, if not 
always exactly harmonious, at least 
were roughly in equilibrium. There 
was a general balance of power be- 
tween unionism and rival philoso- 
phies, and the employee got the bene- 
fit of a continuous competition be- 
tween labor organizations and the 
personnel activities of employers. 
American labor was highly paid, in 
comparison with that in any other part 
of the world, and was generally well 
treated. It was coming to be realized 
that the interests of employers and 
employees were more often mutual 
than antagonistic and that in the re- 
maining areas of conflict all parties 
could profit by intelligent and coép- 
erative methods of settlement. 

Into this comparatively harmoni- 
Ous situation crashed the New Deal. 
By a series of legislative enactments 
and governmental regulations the ad- 
ministration sought to coerce employ- 
ers and to enforce the adoption of 
methods of adjustment conforming to 
a single labor philosophy. The re- 
sult has been discord, retarding of 
recovery, and the unloading upon the 
courts of a tangled mass of economic 
and legal disputes. 

To those of us who had had oppor- 
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tunity to watch the gradual develop- 
ment of confidence and understanding 
between employers and employees, 
one of the most discouraging features 
of Washington labor policies has been 
the disposition to look upon precisely 
this confidence and understanding as 
an evidence of something sinister and 
suspicious. In some official circles 
the theory apparently is that the nor- 
mal relationship of workers and man- 
agement is one of conflict and that 
the thing the government has to do is 
to set down rules for a fair fight. If 
the workers and management in a par- 
ticular company don’t want to fight 
each other, that mere fact often is 
taken as evidence that something is 
wrong. 


Employee Representation 


This Washington theory has been 
manifested particularly in the atti- 
tude of the government toward em- 
ployee representation. 
enactment of the National Industrial 
Recovery Act to that of the Wagner 
Act, Congress and the various en- 
forcement boards apparently accepted 
the philosophy that collective bar- 
gaining can be conducted only 
through a formally constituted or- 
ganization of wage earners. Thus in 
the official Washington mind em- 
ployee representation means some- 
thing that originally it was never 
_intended to mean: a formal organiza- 

tion to which an employee belongs or 
does not belong, and which is—or 
ought to be—set up wholly inde- 
pendent of the employer and prefer- 
ably somewhat against his will. 


From the © 


Employee representatives who ap- 
peared before Congressional commit- 
tees during consideration of the vari- 
ous Wagner bills were perplexed by 
such questions as: ‘‘What is the mem- 
bership of your company union?’’ or 
‘“How often does the company union 
meet?’ 

It seems futile to attempt to explain 
to the ordinary official mind that 
employee representation typically is 
a voting franchise rather than a 
membership organization; that its 
functions, while including collective 
bargaining, are broader and more con- 
structive than the mere adjustment of 
differences, and that the very term 
“company union,”’ at the time when 
Congress borrowed it from those who 
had invented it as a contemptuous 
epithet, had little accuracy as a de- 
scription of the vast majority of repre- 
sentation plans. 

The theory of conflict in labor rela- 
tions is nowhere better exemplified 
than in the National Labor Relations 
Act, which undertakes to outlaw all 
collective bargaining which does not 
conform to the pattern of two oppos- 
ing forces organized for battle. 

Employee representation thus far 
has withstood with fair success the 
combined attacks of organized labor 
and the federal government. Em- 
ployees have shown a disposition to 
choose for themselves the form of col- 
lective bargaining which they have 
preferred and to be resentful equally 
of coercion from employers and of co- 
ercion from outside sources. Em- 
ployee representation is coming to be 
less an employer's movement and 























more an employee's movement. In 
many companies it is being main- 
tained vigorously by the independent 
action of wage earners themselves. 


Organized Labor 


Within the ranks of organized labor 
the results of the new governmental 
theories of collective bargaining have 
been significant. At first many labor 
leaders accepted enthusiastically the 
aid of the government, apparently 
expecting a rapid unionization of in- 
dustry under the favoring sponsor- 
ship of the National Recovery Ad- 
ministration. Then came suspicion 
that the unions could not reap the 
benefits of governmental regulation of 
industry without danger that they 
wouldbe regulated themselves. Some 
union officials, more farseeing than 
their colleagues, began to have 
doubts as to the desirability of an alli- 
ance with government, warned per- 
haps by the recent history of trade 
unionism in Italy and Germany. 
There is in fact ample reason to be- 
lieve that if the unions should suc- 
ceed ultimately in organizing Ameri- 
can wage earners with the aid of the 
government they would find them- 
selves rigidly controlled and without 
the freedom of action which hereto- 
fore has been one of their most cher- 
ished privileges. 

What is to be the outcome of the 
present jumbled situation as to col- 
lective bargaining? Frankly, I don’t 
know. Neither—with all respect to 
those who think they have the an- 
swer—does anybody else. My per- 
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sonal opinion is that relations be- 
tween employers and employees will 
be adjusted by progressively more col- 
lective methods. This is in line with 
the fundamental trend toward col- 
lective adjustment of all relationships 
in our society. But as to the form 
of machinery that ultimately will 
emerge, only the rashness of inexperi- 
ence would warrant confident predic- 
tion. Possibly either labor unionism 
or employee representation will come 
to be universally accepted, to the 
exclusion of all other methods—pos- 
sibly, but I doubt it. It may be that 
gradual evolution through trial and 
error will produce some synthesis that 
will embody the best features of exist- 
ing procedures. Certainly the situa- 
tion is one that calls for good sense, 
for statesmanship—in the word of 
your program title—and for a com- 
bination of patience and firmness, if 
the present discord ever is to be 
harmonized. 

Among the encouraging factors in 
the labor situation is the increased 
attention to industrial relations that 
is being given by executives and su- 
pervisors of all ranks. The last two 
or three years have seen a noteworthy 
acceleration of the process by which 
the best efforts of industrial manage- 
ment are being directed toward 
personnel administration. Just now 
there is a revival of interest in fore- 
man training, and to a considerable 
extent this is due to a realization that 
intelligent and informed foremanship 
is a necessity in meeting the labor 
needs of post-depression industry. 
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Statesmanship in Industry 


We have considered some of the 
conditions which call for statesman- 
ship in human relations in industry. 
We have hastily surveyed a field in 
which there is much present confu- 
sion and obscurity and some reason 
for solicitude as to the future. In the 
face of these problems, what should 
be the attitude of industrial man- 
agement? 

First, | would urge the importance 
of an open mind. The man who can- 
not meet a new idea with equanimity 
is due for many shocks in the next 
few years. We should try to get into 
the mood of considering unfamiliar 
suggestions on their merits and not on 
the basis of our inherent or environ- 
mental habits of thought. We are 
too prone to think and speak in slo- 
gans and labels and to discuss each 
other’s views in epithets. While 
there is value in stabilized principles 
there is danger in mental rigidness. 
Let us not be too eager to force every- 
thing into classification. Why, for 
example, should one consider himself 
either a radical or a conservative? Is 
it not better simply to say that we are 
radical about the things we think 
ought to be changed and conservative 
about the things we think are best let 
alone? 

Along with the open mind the in- 
dustrial leader should have a long 
range point of view. He should train 
himself to see things in perspective. 
He should be able to realize that some 
of the things that are worrying him 





may not be permanent trends after all; 
that many of them probably are tem- 
porary. It is a good idea occasion- 
ally to stand off mentally at a distance 
of about 100 years and view our pres- 
ent struggles and worries in their 
future historical setting. 

The business man also should try 
to limit the area of conflict. One 
way to judge the degree of our civili- 
zation is to count up the number of 
things we think are worth fighting 
about. If we are really civilized 
there should not be so very many. 
Fighting is the most laborious and 
the most wasteful way of settling 
most of our apparent conflicts of in- 
terest. Having determined whether, 
if anywhere, there is a real battle 
field, we should try to make our con- 
test intelligent and effective, not 
merely sullen and resentful. In some 
non-industrial circles business men are 
criticized for doing one of two things: 
meekly submitting to every attack 
which they think has political po- 
tency, or stubbornly resisting every 
progressive movement which they 
fear may unsettle old economic foun- 
dations. There are times when a 
militant stand is wise and necessary. 
There are other times when the busi- 
ness man may prudently consider the 
Biblical injunction about counting 
one’s soldiers before going out to 
battle with a king who has a superior 
army. There are still other times 
when both patriotism and self-inter- 
est dictate a policy of coOperation in 
activities that are genuinely pro- 
gressive. Weare ina rapidly moving | 
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world. He who cannot move with 
it is like a boy who tries to stand on 
an escalator without going up or 
down; he uses a vast amount of energy 
in trying to stay in one place. 

From the standpoint of industrial 
relations one of the most important 
qualifications of a business leader is 
the realization that an effective labor 
program is more necessary today than 
it ever has been before. The impor- 


tance of personnel administration, far 


from having been lessened by the 
events of the last few years, has been 
vastly increased. The more critical 
nature of the problems requires more 
expert leadership for their solution. 
Upon the quality of statesmanship 
with which labor relations are ad- 
justed, now and in the next few years, 
will depend in large measure the suc- 
cess with which American institu- 
tions emerge from the difficulties 
which now surround them. 





How a Public Utility Solved the Prob- 
lem of Keeping a Check on Hourly 
Employees Working on Varied Jobs, 
not under Immediate Supervision. 


Service, Production, 
and Quality Records 


HE introduction, by our com- 
pany, less than a decade ago, of 
gas appliances equipped with 
automatic regulating devices imposed 
on our Service Division, within a 
short period of time, an entirely new 
and difficult problem. It became 
necessary to keep a closer check than 
ever before in order to provide ade- 
quate data regarding errors in service. 
The service division is composed of 
five units; namely, meter and piping 
maintenance, general appliance serv- 
icing, general installation, refrigera- 
tor servicing, and house heater servic- 
ing. Training has permitted, to 
some degree, the interchange of men 
within the several units. The work 
includes: 


1. Installing gas appliances, gas meters and neces- 
Sary gas piping. 

2. Inspecting gas appliances on request of consumers 
and making needed repairs and adjustments. 

3. a) Turning on and shutting off gas; also changing 
meters. 


By G. C. Pritchard 


Philadelphia Gas Works Company 


b) Making turn-on tests to check house piping and 
appliances; adjusting appliance burners. 
c) Repairing minor defects in meters. 


Check on Service 


In order to maintain the necessary 
check on efficient service it was de- 
cided to record incidents of impor- 
tance in the work-life of servicemen, 
such as, 


1. Vehicle accidents. 

' 2. Public Property Damage, caused by automobile 
accidents on the street, or by miscellaneous damage to 
household effects while working on customer's premises. 

3. Public Personal Injuries, resulting from automobile 
accidents, or through an oversight in repairing an ap- 
pliance. 

4. Unfinished work after pronouncing a job satis- 
factorily completed. These are usually very minor in 
nature, so slight as to make it difficult for others than 
skilled workmen to detect them. 

5. Complimentary letters from customers for service 
rendered. 

6. Complaints from customers that may result in un- 
satisfactory public relations. 

7. Outstanding service either in line of duty or to the 
community at large. 





130 PERSONNEL JOURNAL 


Current reports, covering the 
above, are sent to the personnel record 
file of the workman concerned. The 
entire record is reviewed immediately 
by the Personnel Department to ascer- 
tain whether similar reports have 
recently come to file. If so, a com- 
plete record review is sent to the 
service division, where it is discussed 
by the foreman and the workman con- 
cerned. Additional training and 
sound counselling often result in im- 
proved workmanship. 


of Jim’s foreman was taken lightly 
and although a good workman, it 
was necessary eventually to transfer 
him to work which did not involve 
contact with the public. Satisfac- 
tory relations with customers are 
vitally important in any business if 
good will is to be maintained. And 
the important point is that to the 
customer, a serviceman like Jim, és 
the Company! 

A running record of the foregoing 
information is maintained by the Per- 


Fic. 1 


Six Montss 
Summary Recorp—Service Division 





Vehicle 
Accident 


Payroll 
Number Name 


Public 
Prop. 
Damage 


Compli- 
mentary 
Letters 


Public | Miscella- 


Pers. | 
: neous 
Injury 


Remarks 





Adams, Harry 
Belmont, William 
Cassidy, John 
Daly, Maurice 
Emerson, James 
Ferguson, Walter 
Gordon, Frank 
Hubbert, Joseph 











Occasionally, it becomes necessary 
to transfer workmen to other duties. 
For example, take the case of Jim 
Jones whose record indicated unsatis- 
factory customer relations. He had 
used poor judgment in annoying a 
customer by calling on him at his 
place of business rather than at the 
home address; on several other occa- 
sions he had jokingly addressed cus- 
tomers in a careless manner. These 
and other incidents brought com- 
plaints to the company. The advice 


I 
| 


Listed for transfer. 





| Loy dog 





sonnel Department, and at the close 
of each six months period, a statisti- 
cal summary prepared and turned over 
to Service Division Foremen in re- 
port book form—{see sample sheet 
Fig. 1). 

We have found the follow-up 
method just described to be of great 
assistance to the service division by 
keeping its several foremen currently 
posted regarding ‘‘weak links’’ in 
their organizations, thus enabling 
them to take immediate action to 
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bring about more satisfactory per- 
formance. 

Up to this point, only part of the 
story has been related, and we must 
look a step beyond for a still more 
effective method—Production and 
Quality rating scales. 

After each six months period we 
now show a report combining all 
data—(see sample sheet Fig. 2). 
This is submitted in report book form 
to the service division. 


Service Diviston—Employee Ratings. 
Six Months Summary 
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1. The travelling time of workmen is not comparable 
because: 

a) Certain men travel greater distances between jobs. 

b) Different modes of transportation are used. 

2. Conditions vary widely in customers’ homes. 

In addition to time study, actual 
performance records were taken into 
consideration, and eventually a 
weighting factor was established for 
each type of work performed by the 
Service Division. This is illustrated 
in Fig. 3. For example, it will be 


noted that the weighting factor oppo- 


72 


Production 





Accident 
Damage 
Public Pers. 


Payroll Number 
Injury 


"Vehicle 
Public Prop. 


| 





Adams, Harry MPM 


a 


Belmont, William MPM 


Emerson, James MPM 


Gordon, Frank MPM 

















Jones, W. MPM 


Production Records 


While the records discussed above 
in this paper were proving their 
worth, an attempt was made to effec- 
tively rate each worker on his produc- 
tive effort. Certain standards had to 
be established, and operations neces- 
sary to perform each job satisfactorily 
were made more uniform. 

Informal time study was followed 
as a partial guide in determining what 
constituted a satisfactory day’s work. 
Certain factors, however, made it dif- 
ficult and unwise to rely on this 
method entirely. Examples: 


| Miscellaneous 





No. of 
Faults 


Total # 
Jobs 





| Complimentary 
Jobs per Hour 


= 


2 



































|1169] . : I 


site the item ‘‘New Sets’ is1.o. The 
standard therefore is one job per hour. 
Farther down the page the item “‘De- 
liveries’’ has been assigned a weight 
of .5, the standard being two jobs per 
hour. 

Production is recorded daily for all 
workmen and each half-month total 
jobs in each type of work are multi- 
plied by the weighting factor [Fig. 3]. 
These results are added to find the 
total weighted jobs, which figure 
(76.2 in the example) is divided by 
the total hours (80) worked during 
the period in order to find the indi- 
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vidual workman's ‘‘average weighted 
jobs per hour.’’ The latter result 
(.95 in the example) constitutes his 
production index for the half-month 
period. It is entered in Column 5 of 


the “Individual Rating Record,’ 


(Fig. 4) opposite the second half of 
August. At the close of six months, 
totals are taken and that of Column 3 
is divided by the total under Col- 
umn 2; the result, (.91) gives us the 
workman’s production index (aver- 


Fic. 3 


Workman's Inprvipuat Propuction Recorp 
Form 45-660.0 3M 2-10-36 


Name W. Jones 


Period 816-35 to 8-31-35 








Type of Work 


Weighting 
Factor 

Weighted 
Jobs 


Total Jobs 








New Sets 








Appliance Repairs 





Automatic Appliance 








Refrigerator Adjustments 





Pump Service or Fuel Line 





T. O. or Change of Name 





Old Sets and Ordinary Changes 





Miscellaneous 








Space Heater or Other Non-Auto. 
Range & C. W. H. 





Deliveries 





Age in Service Changes 








Meter Removes 





S.O. & G. C. H. T. 


~ 





= 












































Total Jobs 





Hours Worked 























117 
83] 84 73| 80 
































(Fig. 4) and may be checked immedi- 
ately with that of other servicemen if 


the foreman desires. Total jobs 
(117), total hours worked (80) and 
total weighted jobs (76.2) are posted 
to Columns 1, 2, and 3 respectively 


Weighted Total Jobs 76.2 
Average Weighted Jobs per Hour 5.95 


age weighted jobs per hour) for the 
six months period. 
Rating Schedule 


The individual rating sheets are 
then segregated by service units, and 
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“average weighted jobs per hour’’ 
indices are listed on a sheet ranging 
from the lowest to the highest and 
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group with regard to production. 
For example, W. Jones’ index (.91) 
places him in Group #1. 


Fic. 4 


Inprvipuat Ratinc Recorp 


Period—Second Half—1935 


Name W. Jones 





(1) (2) 


(3) (4) (5) 





Hours 


Semi-Monthly Period Worked 


Weighted Number 


Semi-Monthly 
Jobs of Faults 


Prod. Index 





July Ist 86 


80.0 ° -93 





“ 


and 79 


I 94 





August Ist 80 


° -97 





e 2nd 80 


“95 





September 1st 78 


. 86 





- 2nd 80 


.87 





October st 75 


.80 Conference 





“ 


2nd 84 


95 





November 1st 86 


.85 Training 





” 2nd 80 


.96 





December 1st 79 


“95 





“ ° sed 80 


-90 





Total 


(5 + 1169 = .4). 





Index for Period 


























classified into five groups. It is then 
possible to build the following: 


Production—Rating Schedule 


Group #1—.78 to .g1 inclusive—Very Good 
“  f2—.7.t0 .77. “  —Good 
#3—.68 to .71 —Satisfactory 
#% 4—.61 to .67 —Poor 
#5—.43 to .60 —Very Poor 


It is a simple matter next to refer to 
each workman’s rating record (Fig. 4) 
and determine his standing in the 


Quality ratings in this case are 
negative—based upon the number of 
faults recorded for each man during 
the month. It is necessary to proceed 
along this line chiefly because re- 
peated ‘“‘call-backs’’ to complete jobs 
not properly finished would not only 
be uneconomical but would provide 
grounds for considerable customer an- 
noyance. 
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Quality Records 


For example, if a man is called to 
a house to adjust the burner on a gas 
refrigerator, he is given an order with 
instructions on it. When he returns 
after completing the job, the order 
slip is ‘‘signed off’ and filed. If 
shortly afterwards the customer com- 
plains about the working of the 
refrigerator, that is called a “‘call 
back.”’ 

A word about the recording of 
faults will suffice to explain the pro- 
cedure. Reviewers, who comprise 
part of the service division's super- 
visory staff, and who are experts on 
each servicing operation, analyze and 
list the faults. As service requests 
are received, the customer’s address is 
checked against the file of ‘‘signed- 
off’’ or completed orders to discover 
whether the new request is occasioned 
by a recurrence of the same trouble. 
If this is so, the reviewer originates 
a recurring complaint slip, which 
indicates in detail the type of fault. 
At the close of each month these slips 
are totalled and entered on the indi- 
vidual rating record (Fig. 4). Imme- 
diately following this entry, slips for 
workmen whose individual rating 
record shows four or more faults for 
the month are sent to the service divi- 
sion foremen who review the mis- 
takes with the men concerned giving 
them advice and further training if 
necessary. 

At the end of a six months period, 
the total faults are divided by the 
total jobs (see Fig. 4 under ‘‘Re- 


marks’’) and a percentage of -faulty 
work obtained. Following the same 
method used for determining group- 
ing under production, percentages of 
faulty work are arranged from lowest 
to highest with the following result: 


Quality—Rating Schedule 


Group #*1— .1 to 

“ 82 to 8 * 

#3— .gto1.1 aE 
#4—1.2t01.5 " 
#5—1.6to3.8 “ 

W. Jones, with .4 per cent faulty 
work falls within the first quality 


group. 
Value of Production and Quality Records 


1. Provides facility for measuring 
standards and maintaining good serv- 
ice to the public. 

2. It is an objective method of rat- 
ing employees. 

3. At the end of one month foremen 
are able to ‘‘spot’’ and give assistance 
to men whose records are below 
normal. 

4. Such records are valuable in 
watching the progress of new em- 
ployees. Apprentices, for example, 
are found at the start to be in the fifth 
groups for production and quality. 
Later they will advance to the third 
or fourth quality groups and remain 
temporarily in the fifth production 
group. This is a healthy sign for 
quality is not suffering; we know that 
speed is generally achieved in good 
time after the apprentice gains prac- 
tical experience and familiarity with 
methods. Eventually he finds his 
place in one of the three top groups. 


.§ inclusive—Very Good 
—Good 
—Satisfactory 
—Poor 
— Very Poor 
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5. Without question these ratings 
prove a valuable adjunct to promo- 
tions and to salary increases for they 
point to men whose performance 
makes them deserving of consid- 
eration. 

6. Occasionally mechanical defects 
in appliances are discovered. Al- 
though this is not the principal means 
of discovering defects in construction, 


expert reviewers did help solve com- 
plaints about gas refrigerator tem- 
peratures which had resulted from an 
improperly located thermostat. 
These constitute advantages which 
have been outstanding since the sys- 
tem has been in operation. It has 


been especially helpful to foremen in 
providing them with something with 
which to check subjective judgment. 





The Personnel Manager’s Job is not to 
Represent Employees to Management 
or Vice Versa, but to Aid in Developing 
Machinery for Mutual Understanding. 








Personnel Work and 
Employee Representation 


ployee representation, I should 

like to consider it from a broad 
point of view and regard it as any 
means by which employees’ views 
are brought to the attention of 
management or of higher supervisory 
officials. 

Employee representation has come 
to refer only to so-called company 
unions, or organizations of employees 
within particular companies, and not 
affiliated with the American Federa- 
tion of Labor or other trade unions. 
Representation of this type or that 
obtained through organized labor 
unions is essentially for the purpose 
of collective bargaining, through 
which the employees obtain or seek 


I DISCUSSING the subject of em- 


Extracts from an Address by 


CHARLES S. SLOCOMBE 
Personnel Research Federation 


to obtain concessions in such matters 
as wages, hours, etc. 

But there are other matters vitally 
concerning employees, which while 
broadly related to collective bargain- 
ing, are often not taken care of by 
the usual representation machinery. 
I propose to discuss some of these 
matters. 


A Strike 


The case of a company which be- 
came involved in two strikes well 
illustrates different features of em- 
ployee representation which might 
be developed, and the relation of the 
personnel department to them. 

This company has approximately 


eight hundred employees. It had 
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two factories in a town in one state 
and a branch factory in another state. 
In 1933 it was decided to concen- 
trate its factories under one roof in 
the city where most of its work was. 

During the course of changing over 
so that all the operations were done 
in the same factory, normal produc- 
tion was very low. There were only 
four hundred employees engaged and 
even those four hundred employees 
had a very small amount of work 
each. Work was done on piece rates, 
and the company tried to divide the 
work as much as possible. 

Due to the spreading of work the 
average wage for the plant dropped 
to less than $7 a week, even though 
wages were at the rate of 75 or 
80 cents an hour. Some employees, 
because the work was not evenly 
split, were receiving only 65 cents 
as a result of their week’s work. 
They came to the factory every day 
hoping that they would get work. 

If this matter had been put to the 
employees, would they have pre- 
ferred this thin spreading of work 
and wages or would they have de- 
cided that a proportion of employees 
should be temporarily laid off, so 
that those remaining could earn a 
living wage? This question was of 
comparative indifference to the Com- 
pany, but of high importance to 
employees. Their views on the sub- 
ject might well have been ascertained. 
Meanwhile three or four hundred 
tool makes, millwrights, and other 
- skilled tradesmen were employed to 
do the .iecessary work of changing 
over the factory. 


Then came NRA with much talk 
about collective bargaining, increased 
wages, and so forth. Then all the 
employees walked out. They went 
on strike, demanding an eight-hour 
day, a 25% increase in pay, and other 
things that are demanded in such 
cases. 

This factory happens to make parts 
which are required in a certain other 
industry, and that industry demanded 
that they be supplied with the prod- 
ucts from this factory. Finally under 
pressure to stop the strike, the presi- 
dent agreed to the formation of a 
union, lasting for a period of six 
months. 

The strike was over—the em- 
ployees came back and by that time 
more work was available for them, 
because the work had been brought 
down from the other state. At the 
end of the six months, the company 
had to decide what to do about re- 
newing the union agreement. The 
president of the company decided to 
throw the union out, which he 
proceeded to do. 


Strike Broken 


He absolutely refused to negotiate 
with his employees on any basis 
whatever. If they didn’t like it they 
could leave. The employees refused 
to work under such conditions—so 
they struck again. This time the 
president decided that he was going 
to open his factory with non-union 
employees. And if his own em- 
ployees wanted to come back, they 
could come back under his condi- 
tions. If not, he would not have 
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them back, agitators he would not 
have. 

He had about 400 police around 
his plant to keep the picket lines 
in order, and to let through the 
workers who would work under his 
conditions. There was rioting and 
bloodshed. People were being 
thrown into jail at the rate of about 
40 a day. Thirty or forty people 
would be sent to the hospital in one 
afternoon. Employees and picketers 
and strikebreakers developed a nice 
turmoil. 

After twenty weeks the president 
notified his old employees that he 
would give them a week to come 
back. Those who did not come 
back would not be employed by him 
any more. Two hundred and fifty 
of them came back. Then he had 


about 750 employees and the strike 


was over. He has no form of em- 
ployee representation. 

I have described this case because 
it illustrates so well the need for 
some means by which employees can 
bring their viewpoint to the atten- 
tion of high officials. There is little 
doubt that had such means existed 
the loss, suffering and bloodshed 
caused by this struggle would have 
been avoided. 

Goodwill on the part of a com- 
pany president or high official is not 
sufficient. The office of the company 
president in this case was located in 
New York, and he had no means of 
learning the view of his employees. 
Employees could make their needs 
known to the factory manager, but 
he was a tough individual who be- 


lieved in making workmen take what 
conditions were offered, perhaps be- 
ing forced to this position by the 
demands of the President for eco- 
nomical operation. 


Personnel Man Cannot Represent Workers 


A personnel manager cannot effec- 
tively represent employees. The only 
method which existed in the plant 
was for the employees to take their 
troubles to the personnel man. The 
personnel man apparently did his best 
to inform the manager as to what 
the employees thought. In the ab- 
sence of other means, he took up the 
case of the employees and tried to 
get the situation remedied. He failed 
to do so. 

When the employees went out on 
strike and proceeded to riot, the 
first man’s house that they attacked 
and where they did the most damage 
was that of the personnel manager. 
He had tried to do his best for the 
employees, but because he failed to 
secure remedies for their grievances, 
somehow or other the employees got 
the impression when he took their 
case up with the management, he 
had double-crossed them. So when 
they started to throw bricks, his was 
the first house they went to. 

I recently read an article in which 
it was suggested that a personnel 
manager actually is in certain respects 
the labor leader. He takes up mat- 
ters on behalf of the employees with 
the management—where there is no 
organization or even sometimes 
where there is an organization. 
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This is not the right position for a 
personnel manager to be in. 

In the above case the personnel 
manager earned the illwill of em- 
ployees, in another case he became 
unpopular with management. 


Personnel Man in Difficulties 


In a certain company in New 
York State where they have an em- 
ployee representation plan, the em- 
ployees and the management have 
had a sickness benefit plan, in which 
the employees paid a certain amount 
each month out of their wages to- 
ward the sickness benefit. The offi- 
cials of the company in looking 
around to see where they could save 
money, found that this benefit plan 
was not paying for itself. The em- 
ployees were not paying their share. 


So at a Board of Directors meeting 
it was decided that the employees 


should pay more. The employees 
had been paying .85 cents a month, 
it was decided that they should pay 
$13.80. This was to be done without 
any question of the employees’ per- 
mission or otherwise. The personnel 
director attempted to tell the Board 
the effect of this on the employees. 
He suggested that the Board of Direc- 
tors should not change contributions 
without consulting the employees. 

A vice-president of the company 
said, ‘No. Why do we have to talk 
with our employees about these 
things. The employees will have to 
pay.”’ By arranging meetings of 
the employees’ committee and the 
management, the personnel director 
finally was able to arrive at a com- 


promise in which employee contribu- 
tions were raised to $3.80, the com- 
pany paying the other $10. 

That personnel director at the pres- 
ent time is battling for his position 
because he did something on the be- 
half of his employees which a vice- 
president did not like. The vice- 
president was promoted to a more 
responsible position, and is now seek- 
ing the dismissal of the personnel 
man. 

Thus, though one could make out 
a good case for saying that the per- 
sonnel department's job is to under- 
stand what the employees’ conditions 
are and bring them to the attention 
of the management. But there are 
dangers in such situations, and it is 
really far better for employees to 
negotiate directly with the manage- 
ment. Then the personnel director 
stays out of a position where he is 
liable to be squeezed between two 
stones. 


Training Workers for Representation 


Returning to the company which 
had the strike we find at the present 
time no form of employee represen- 
tation or organization. There are 
in the organization over 500 strike- 
breakers, as regular employees. 
These people came in to break up a 
union, and they are all anti-organiza- 
tion men. At present it would be a 
most difficult job trying to get those 
people to work together in any form 
of employee organization. But a 
start might be made by stimulating 
the organization of bowling clubs, 
glee clubs, benefit associations, credit 
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unions, or other means to mold the 
employees together in a group so that 
they could learn how to work to- 
gether. This is an essential prelim- 
inary step in training employees in 
the art of organization and repre- 
sentation. Here is the place where a 
personnel manager can do very useful 
service for employees. 

In talking to the president, I said, 
“The situation is quiet now, but 
what might happen if the employees 
became dissatisfied? Suppose the 
cost of living goes up and the general 
wage rate rises around you, what 
would you do?’’ He said, ‘I would 


have to depend on my own judgment. 
I hope I won't make the mistakes I 
made last time.” 

There is thus definite need in the 
company for some planned means by 


which the thoughts and ideas of the 
employees can be made known to the 
management. There might be a 
union, or a form of employee repre- 
sentation, but in view of the charac- 
ter of the employees neither is likely 
at present. Perhaps the best thing 
would be a form of planned group dis- 
cussion by means of which ideas filter 
up and down through the organiza- 
tion. 


Pyramid Meeting Plan 


In a_ street railway company, 
(which is completely unionized), 
every Monday morning, the general 
manager has a staff meeting with the 
heads of his departments for discus- 
sion of policies‘and practices. The 
department heads inform the general 
manager of the effect of his proposals 


on employees and the organization 
so that policies are always related to 
employee reactions. As soon as this 
meeting is over, the general superin- 
tendent of the transportation depart- 
ment would bring in his four or five 
district superintendents. He would 
talk over with them what had been 
decided in the general manager's 
office and receive comments on ex- 
pected employee reactions. Later 
each superintendent would bring in 
his supervisory force, and they would 
talk over the matters as affecting 
them and employees. These discus- 
sions down the line are reported back 
to the general manager through the 
regular meetings. 

These discussions of superintend- 
ents and supervisors were found to 
bring out very well what employees 
think about their working condi- 
tions, about their wages, and about 
operating conditions within the com- 
pany. 

Wherever there was any unsatis- 
factory condition, where the em- 
ployees were dissatisfied with their 
supervisor, or with the way the 
schedule was laid out, or with their 
hours or the assignment of their 
work, complaints of employees’ work 
and employees’ complaints of man- 
agement organization and planning 
had a means of being aired. 

This is not employee representation 
in the ordinary sense in which we 
speak of it, but, I think that by this 
means you can get the employee view- 
point. This will make for efficiency 
in organization, will bring to the 
attention of the higher officials any 
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dissatisfactions that there are, and 
generally under certain circumstances 
is an excellent form of set-up. It 
would seem at present to be the best 
machinery for employee representa- 
tion for the company which had 
the strike. The personnel manager 
would do well to spend his time 
building a set-up of that description, 
rather than putting himself in be- 
tween the men and the management. 
Any form of employee representation 
requires management, if it is to be in 
the best interest of employees and the 
company. 


Policy Causes Difficulties 


The personnel manager of a charity 
organization came to see me a few 
weeks ago because of difficulties in 
the organization. 


Apparently they 
had a workers’ council, and the 
personnel manager wanted to know 
what she should do in the light of 
employees’ demand for increased pay. 

A 10 per cent cut in pay was re- 
stored last year, and this year the 
workers’ council are again asking for 
more pay. The employees were told 
that down in Wall Street, and in banks 
employees had received no over all 
increase. Their reply was that their 
employers were a charity organiza- 
tion, which had to take into consid- 
eration human feelings. The em- 
ployees’ council used this argument 
at all times, and this view seriously 
affected discipline and work. Con- 
sequently there were problems of 
absenteeism, standards of work in 
the organization were low and the 
employee morale was bad. 


Certain personnel policies really 
created the difficulties with the work- 
ers’ organization. And the prob- 
lems could not be solved so long as 
those matters of policy existed. 

There were two things, (a) it was 
the policy i in the organization to pay 
above going rates in the community 
for equal work, and (b) as girls who 
married continued to work there was 
no labor turnover. After a girl was 
hired she received her raise of $2 
every year or six months, until she _ 
reached the top of her scale. Then, 
she could go no further. There being 
no room for promotion in the organ- 
ization, because of the second point I 
mentioned, and her salary scale being 
already above the rates in the commu- 
nity, she must continue in the same 
job, sit doing the same work, and yet 
wanting more money, because of a 
natural desire for promotion and 
advancement. 

The employer, in this case the char- 
ity organization, was as liberal as 
possible, but the two faults in per- 
sonnel policy made employee dissatis- 
faction inevitable, no matter how 
liberal they were. The situation 
could be improved only by changing 
these two personnel policies. 

There was no chance for promotion 
in the organization and the girls 
could not go outside without taking a 
loss. The Board of Directors could 
not continue to give employees raises 
and promotions such as they knew 
individual employees were getting 
in other organizations, for they were 
already paying high wages. Fur- 
thermore they believed the money 
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taken into the organization should 
be spent as much as possible on poor 
people, and not on the employees. 

This case shows how if you have an 
employee organization and the em- 
ployees are not satisfied with condi- 
tions, ‘with their wages or working 
conditions, some times it is not due 
to any hard-heartedness on the part of 
the management of the business but 
to some situation which has been 
created by general policy. It shows 
that if you have an employee organ- 
ization, you have to have somebody 
to manage it. 

For instance, if the personnel man- 
ager, who came in to see me, had 
seen what the real cause of the trouble 
was, had it explained to the workers’ 
council, and asked them to decide, 
whether girls who married should 


be separated from the organization, 
whether new girls should be hired at 
going rates for the community, or in 
what other ways they would like the 
organization opened up for promo- 
tions and advancement, then the rep- 
resentatives of the employees could 


intelligently decide what they 
wanted. No positive recommenda- 
tions from the employees, as to how 
to settle the problem, could be ex- 
pected without prior analysis by the 
personnel manager. 


Few Constructive Contributions 


Employee organizations do not 
make significant constructive con- 
tributions to management. This last 
example illustrates something which 
is commonly found in employee organ- 
izations and that is, that employees 


will bring pressure for improvement 
of their own immediate conditions, 
but most of the time, they have not a 
sufficient grasp or understanding of 
the problem to themselves make any 
constructive contributions to a solu- 
tion of the difficulties they want 
corrected. 

The best example of broad em- 
ployee coéperation that there has 
ever been has been in the work of the 
Amalgamated Clothing Workers in 
Chicago under Sidney Hillman, with 
the assistance of people of the brain- 
trust order like Leo Wolman, William 
Leiserson, and Earl Dean Howard. 
But in business and industry gen- 
erally, employees do not make sig- 
nificant contributions, except under 
the stimulation and encouragement 
of personnel manager or his equiva- 
lent. 


Summary 


Summarizing the points brought 
out in regard to employee representa- 
tion in industry, we have seen, how a 
strike may develop through failure to 
consult employees on matters that 
vitally concern them, and why a 
personnel department is not an effec- 
tive means of bringing employee 
views to higher officials. We then 
saw how the personnel department 
may assist, through organizing of 
planned conferences, by training em- 
ployees to work together, by analyz- 
ing personnel problems for the con- 
sideration of employee committees 
and by stimulating organized em- 
ployee coOperation. 





Interest Rates 


The instalment purchaser is easily ex- 
ploited because of his gullibility, his 
ignorance of instalment selling mechan- 
ics and the law, and the greater bargain- 
ing strength of the seller. 


n 


Instalment Buying 


Extract From Report OF 
Tue CommitTreEe ON ConsuMER CREDIT 


Commonwealth of Massachusetts 


Editor's Note. Because employees are ignorant in. making instalment purchases, they 
sometimes have their wages attached, and otherwise become financially embarrassed. We 
here present information on this subject for the benefit of personnel directors, who may 
wish to inform their workers. Where credit unions exist, employees might sometimes be 
advised to borrow from the credit union, and pay cash‘for their purchases. 


ost instalment sales transac- 
M tions are complicated. Usu- 
ally, the consumer learns 

little more than the bare details of 
the payments he is obliged to make; 
and the salesman, often himself ill- 
informed, is hard put to it to teach 
customers what they need to know in 
order to shop for credit intelligently. 
The merchant, in any case, should be 
and usually is primarily concerned 
with selling goods, not credit. In 
consequence, he often concentrates 
his attention on his merchandise and 
treats credit terms as a mere incident. 
Possibly this attitude would be 
harmless if the customer could tell 


the nature of the obligation he was 
asked to assume without carefully di- 
gesting the voluminous fine print of 
the instalment contract and analyz- 
ing the dollars and cents figures. 
But there are no such conditions. 
The complexity of instalment trans- 
actions discourages the consumer 
from attempting to find out the es- 
sential facts and exposes him to nu- 
merous abuses. 

On the basis of origin, abuses may 
be classified in two main groups: (1) 
abuses motivated by business expedi- 
ency; and (2) abuses which result 
from deception and fraud. 
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Abuses from Expediency 


In the depression consumer credit 
proved to be one of the soundest and 
most profitable forms of credit. The 
basic reason is that a great majority 
of consumers are both honest and 
capable of meeting the obligations 
which they assume. This alone, 
however, does not account for the 
business success of instalment sellers; 
it is partly the result of ingenious 
legal safeguards and highly perfected 
administrative techniques. Were it 
not for the techniques of administra- 
tion and collection and the legal de- 
vices with which the business pro- 
tects itself, conversion and default by 
undeserving borrowers would lift ex- 
penses to prohibitively high levels, 
even in prosperous times. Special 
protection for the seller is necessary, 
therefore, if consumers are to obtain 
credit at reasonable costs. 

Nevertheless, contracts which take 
away the consumer’s usual rights 
under the law and give the seller 
power to repossess goods in which 
the purchaser may have a substantial 
equity, or to collect the customer's 
wages, or to impose unlimited fines 
and extra fees for minor irregularities, 
open the door to exorbitant charges 
and outright fraud. Even sellers and 
finance companies which ordinarily 
are scrupulous in their dealings with 
customers are tempted to salvage 
whatever they can from hardpressed 
debtors by the quickest and cheapest 
available means, especially since le- 
nience on the part of some creditors 
might mean that the creditors who 
showed no mercy would get all the 
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debtors’ money. The resort to the 
available means of collection, aided 
by the harsh powers reserved in the 
contracts, often works hardship and 
injustice on debtors. 


Bankruptcies Among Consumers 


The scramble of some creditors for 
what little money the debtor has re- 
sults not only in persecution of thé 
debtor, but in losses of lenient credi- 
tors and of the general public. In 
“Causes of Bankruptcies among Con- 
sumers,’’ a study which covered the 
266 consumer bankruptcies that oc- 
curred in Boston between November, 
1930, and June, 1931, consumer bank- 
rupts were divided into four main 
classes: 

1. The strictly fraudulent bank- 
rupt. 

2. The extravagant bankrupt, who 
is not actually dishonest, but con- 
tracts debts without justification or 
regard for his ability to pay. 

3. The honest but unfortunate 
bankrupt, who is overburdened with 
debt and cannot pay. 

4. The honest bankrupt, tempo- 
rarily embarrassed by creditors, gar- 
nishments, or attachments, who 
could pay if given time, but once 
faced with bankruptcy frequently dis- 
regards his moral obligations. 

According to this study, the com- 
monest cause of bankruptcy was ex- 
travagance. We cite two cases: 


No. 836. Although the bankrupt in this case had an 
income of only $100 per month upon which to support a 
wife, two children, and a mother-in-law, he was able 
to purchase a piano, furniture, a refrigerator, an auto- 
mobile and clothes for the entire family on the in- 
stalment plan. The piano company, which sold the 

















bankrupt a $700 piano ($5 down and $5 a month) refused 
to take the piano back when informed by the bankrupt 
that he could not pay, and secured an attachment on his 
wages for the balance of $675. A bankruptcy discharge 
was the only available means of removing the attachment 
and of retaining his job. Liabilities amounted to $1,190 
and there were no assets. 

No. 703. The total amount of merchandise bought 
from retail stores on credit during the year preceding 
bankruptcy exceeded the $1,500 annual salary received 
by the bankrupt by over $1,000. The bankrupt stated 
that he had bought more than he could pay for, but 
blamed the high-pressure selling methods of various re- 
retailers for his plight. Clothes, furniture, jewelry, an 
automobile, and various other articles were bought on 
the instalment plan. Two loan and finance companies 
were scheduled as creditors. The bankrupé was steadily 
employed and had no medical or other unusual expenses 
to pay. Liabilities were $7,754; no assets. 


The Committee believes that credit 
grantors should not be permitted to 
rely primarily on the use of harsh 
legal instruments as security for loans 
and credit extensions. They should 
be restricted in such use, as induce- 
ment to them to place main reliance 
on the debtor’s total credit position. 
Ability of the purchaser to assume an 
additional debt, rather than ability 
of the seller to obtain a prior lien, 
should be the determining factor. 


Fraudulent Abuses 
In considering fraudulent abuses it 


is important to distinguish between © 


those which are frequently used by a 
large number of sellers and finance 
companies and those which are used 
by relatively few. The Committee 
here considers those abuses which are 
practiced by many grantors of credit 
because such abuses injure the largest 
number of purchasers. 


Hiding of the true rate. Outstanding 


among abuses is the hiding and mis- 
Each 


representing of the true rate. 
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dealer is free to use any method of 
stating the charges which he can de- 
vise, and great ingenuity is shown in 
devising methods which make the 
rate appear lower than it is. The 
survey conducted by the Special Com- 
mission established by the Massa- 
chusetts General Court includes about 
500 cases gathered in 21 Massachu- 
setts cities and towns. Among these 
cases, the rate most frequently used as 
a basis for quoting charges is 6 per 
cent, but the actual rate, calculated 
on the average amount of credit ex- 
tended, varies between 6 per cent and 
679 per cent. 


Need of Education 


A number of questions were con- 
sidered in the light of social need, 
legal implications and practical reme- 
dial expedients. A recommended bill 
embodies the results of this delibera- 
tion. The Committee knows that 
legislation can do little more than 
provide rules for the game and pos- 
sibly a referee. Satisfactory perform- 
ance can be assured only by a thor- 
ough knowledge of the game and 
fair play on the part of the players. 

Consumers need to learn: (1) the 
risks involved, including the risk of 
not being able to meet payments 
promptly; (2) the sacrifices incident 
to failure; (3) the true costs of credit; 
(4) the different credit sources; and 
(5) the moral responsibility of debt. 

Lenders need to learn: (1) that the 
excuse for instalment credit is im- 
providence of consumers or their in- 
ability to accumulate savings against 
large purchases, so that it behooves 
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sellers to refrain from pressing con- 
sumers into contracts which reduce 
them to destitution; (2) their re- 
sponsibility as budget counsellors; 
and (3) the business value of fair 
dealings. 

We repeat. Useful, universal edu- 
cation in this field is a crying need. 
Public schools, with a few notable 
exceptions, have so far missed their 
opportunity. 


Survey Yields Data 


In order to discover the size and 
nature of instalment credit charges in 
Massachusetts the Commission un- 
dertook to study the matter at first 
hand. No ready-made data were 
available. Moreover, a simple pe- 
rusal of a few plans and rate schedules 
was deemed insufficient for a com- 
prehensive and accurate picture. 
Accordingly, information was ob- 
tained by means of a field survey. 

Data on prices and instalment 
credit terms were obtained directly 
from salesmen or credit managers. 
The terms in nearly all cases are those 
suggested by the sellers, and to this 
extent may be considered as typical 
for the commodity and the store 
sampled. 

The comparison in each case was 
between the cost of buying for cash 
and the cost of buying on the instal- 
ment plan. 

The Commission found it necessary 
and advisable to employ some uni- 
form means of comparing the costs of 
instalment buying, in order to meas- 
ure the effect of what are often com- 
plex details of dollar charges, per- 


centage charges, down payments and 
irregular periodic payments. For 
this purpose use was made of an an- 
nual cost rate. The cost rate, as in the 
case of an interest rate, may be found 
by dividing the credit charge by the 
average amount of credit extended for 
one year; for example, if a purchaser 
paid $6.50 for the privilege of financ- 
ing a $120 balance over a twelve 
months’ period, he would receive, on 
the average, $65 for a full year ($120 
the first month, $110 the second, $100 
the third month, and so on, down to 
$10 in the last month, averaging $65 
for the whole period), and $6.50 di- 
vided by $65 would give the cost rate 
of Io per cent. 


The formula used for computing is as follows: 


2 X (ratio between 1 year and period of 
repayments) X (total charges) 





A lrate = - 
aiid (Original unpaid balance) X (number of 


instalment payments + 1) 
In the illustrative case above, the computation is: 


2 (12) (6.50) 7 


Annual rate = = 10 per cent 
120 (13) 


Modifications of this formula were used when payments 
were uneven. 

So far as the Commission was able 
to determine, this method is one of 
the commonest used by students of 
instalment selling, and apparently 1s 
used by sales finance companies to 
compute yields, and by the Federal 
Housing Administration to figure 
gross income return on instalment 
obligations. 


How to Use Formula 


Editor's Note. This formula seems 
to require a little more explanation. 
Let us take another case. Suppose 
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you buy an automobile, either paying 
cash or turning in your used car. In 
any case there is an unpaid balance of 
$550. You agree to pay this off in 12 
monthly instalments of $55 each. 
You perhaps find that included in 
this amount is $2.79 per month for 
insurance, leaving $52.21 as repay- 
ment and interest. 

Now multiply this $52.21 by 12, 
the number of instalments, and you 
get $626.52. Deduct from this the 
unpaid balance of $550, and you get 
$76.52 which is the total amount of 
interest that you are paying. To use 
the formula to find this as an annual 
interest rate: 


2 X 12 (number of instalments) 
X $76.52 
$550 X 12 (number of instal- 
ments + 1) 





Rate = = 25.8% 


This is an actual case, in which the 
buyer was told he was paying only 
6%. 

Let us apply the formula to the 
General Motors Acceptance Corpora- 
tion Plan of October 1935. Accord- 
ing to this plan you take your unpaid 
balance, say $500, and add to it 6%, 
which is $30, amounting to $530. 
If you divide this by 18, if we suppose 
that is the number of payments you 
wish to make, you arrive at your 
monthly payments. (Insurance 
charges would presumably be added, 
but we are not concerned with these.) 

Now to find the rate, by means of 
‘the formula. 


2 X 18 (number of instalments) 
X $20 (your total interest) 
$500 X 19 (number of 
instalments + 1) 


Rate = 





= 11.37% 
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By this formula you can readily 
check any purchase you make on the 
instalment plan, to see if the interest 
you are going to pay is reasonable. 
If you do not understand the use of 
the formula, we suggest you talk it 
over with your company accountant. 


New Automobiles 


The lowest rate found was 10 per 
cent, the highest was 36 per cent, and 
the average (median) was 25 per cent. 
If the extreme cases are excluded, the 
data uncovered in the survey indicate 
a range of cost rates on instalment 
purchases of new automobiles between 
16 per cent and 31 per cent. 

Finance charges in automobile fi- 
nancing appear generally to include 
fire and theft, and sometimes collision 
insurance in order to protect both the 
purchaser and the financer. In a 
great majority of other types of com- 
modities no insurance is provided in 
the finance charge; the cost rates on 
automobile financing may not, there- 
fore, be strictly comparable with 
rates on other commodities, although 
comparable among themselves. It is 
not possible easily to separate the 
cost of insurance from the rest of the 
finance charge, as many dealers ap- 
parently do not make this cost known 
to the customer, and only recently 
have the leading finance companies 
adopted a plan which shows this 
separate cost. 

The new 6 per cent plan of financ- 
ing, initiated by the General Motors 
Acceptance Corporation on October 
21, 1935, and since adopted by Com- 
mercial Credit Company, Commercial 
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Investment Trust Corporation, and 
others, was put into effect during the 
course of this survey. Even among 
the concerns which use the 6 per cent 
plan, apparently there are substantial 
differences, due mainly to variations 
in the charge for insurance and to 
what seems to be the practice, among 
some finance companies, of raising 
fractional payments to the nearest 
whole dollar. 

The Commission feels that, despite 
these variations, full credit should be 
accorded the finance companies for 
adopting the 6 per cent plan. It per- 
mits comparison of finance charges in 
a way not previously available, and 
should result in a very material re- 
duction in the cost to the consumer. 
As an illustration, the cost rate of 
financing one low-priced 1936 four- 
door sedan was 37 per cent on the old 
plan, and was 21 per cent under the 
new 6 per cent plan, including in- 
surance in both cases. 


Used Cars 


Cost rates on used car financing in 
the cases surveyed varied very widely, 
partly because insurance costs gen- 
erally constitute a large part of the 
finance charge. Another apparent 
reason for variations in cost was the 
practice of using the finance charge 
to adjust the dealer’s profit on the 
transaction. If the used car dealer 
felt it necessary to make concessions 
from the cash price, or to make an 
over-liberal allowance on the trade- 
in, he would sometimes add a com- 
pensating amount to the finance 
charge in order to protect his profit. 
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Customers, it seems, are more zealous 
in their comparison of the price of 
the article than in their comparison 
of the finance charge. The average 
(median) rate of charge is 47 per 
cent, for the cases covered in the 
survey. 


Illustrative Cases 


A vivid picture of instalment credit 
complexities is afforded by illustra- 
tive Cases: 

Case 1.—The dealer would sell a 
new $750 automobile on either of two 
plans, identical as to size of down 
payment and length of time. The 
first, which included $50 deductible 
collision insurance, and was financed 
by a national finance company, re- 
sulted in a cost rate of 30 per cent. 
The second plan, which was financed 
through a local bank and included no 
collision insurance, resulted in a cost 
rate of 16 percent. Perhaps one half 
of the difference in financing cost was 
due to the difference in insurance 
coverage. 

Case 2.—An automobile dealer 
charged $110 to finance the eighteen 
months’ instalment sale of a used car 
involving an unpaid balance of $250 
which resulted in a cost rate of 56 
percent. The salesman, with unique 
frankness, stressed the fact that the 
finance charge was quite large. 

Case 3.—A furniture store charged 
6 per cent on the unpaid balance for 
twenty-four months’ terms, giving a 
rate of 12 per cent; but a competing 
store granted a cash discount of 35 
per cent from the established price on 
the identical refrigerator, which, if 
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added to the regular 6 per cent charge, 
would give a comparative cost rate 
of 72 per cent. 

Case 4.—The Blank Radio Company 
stressed the fact that they did their 
own financing, thus doing away with 
finance company charges. The cost, 
however, for buying on time (quoted 
by the seller as between 6 and 8 per 
cent) amounted to an annual rate of 
87 per cent. 

Case 5.—The price of a radio if 
bought on time was $69 and no carry- 
ing charges would be added; but by 
offering to pay cash the customer was 
granted a 50 per cent reduction in 
price, resulting in a cost, for the thir- 
teen weekly payment plan offered, 
of 881 per cent. 

Case 6.—The X Y Z Piano Com- 
pany sold their wares on the instal- 
ment plan for a carrying charge of 
one half of one per cent per month on 
the unpaid balance, as that balance 
declined from month to month with 
each payment. They said the rate 
was 6 percent. It was 6 per cent. 

Case 7.—The Blank Coal Company 
told the investigator that instalment 
selling of coal was unsound mer- 
chandising for the reason that the 
coal was consumed before it was paid 
for. However, the concern was will- 
ing to defer payment on a charge 
account basis for three months, and 
the charge for this service, $2, re- 
sulted in an annual rate of 57 per 
cent. 


Instalment Rates and Profits 


Great caution should be exercised 
in drawing hasty conclusions as to 
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the instalment seller’s profits from 
the size of the cost rate. On small 
balances and short terms a high cost 
rate may not even cover the seller's 
credit expenses; conversely, what ap- 
pears to be a comparatively moderate 
rate many possibly yield the seller a 
substantial profit. What the cost 
rate does reveal is the comparative 
cost to the consumer of buying on the 
instalment plan and buying for cash, 
with consideration given to the 
length of the terms and the amount 
of credit obtained. A high cost rate 
does mean that the customer pays 
dearly for the amount of credit re- 
ceived; it does not necessarily mean 
that the seller makes exorbitant prof- 
its, or even any profits at all. 


Conclusions 


Analysis of the material in the sur- 
vey would seem to point to the fol- 
lowing conclusions: 

1. Charges for instalment credit 
are levied in such complicated terms 
and with such lack of standardized 
practice that it is very difficult to 
compare costs of credit, and custom- 
ers, therefore, are prevented from 
shopping intelligently for credit. 

2. Confusion often results from (a) 
the great variety of plans in use; (0) 
the use of carelessly applied and non- 
standardized percentages; (¢) special 
discounts for cash in addition to basic 
percentage or dollar credit charges; 
and (d) the fact that sellers sometimes 
refuse to give the essential facts as to 
credit charges and terms until the 
customer has decided definitely to 
make a purchase. 
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3. High rates of charge do not 
necessarily mean high profits, but 
high rates do mean high costs to 
purchasers relative to the amount 
of credit obtained. 


4. Customers would be in a much 
better position to compare credit 
costs if some uniform yardstick of 
costs were universally adopted by 
credit grantors. 





Instruments for Preventing Cut- 
throat Competition, which in 
Some Industries Squeezes out Profits 
and Degrades Labor Standards. 


Collective Labor 


Agreements 


COLLECTIVE labour agreement 
A represents the arrangements 


for regulating conditions of 
work which have been agreed upon as 
a result of bargaining on the part of 
the representatives of employers and 
workpeople in the trade or industry 
concerned. It is an agreement be- 
tween one or more employers or an 
association of employers and a group 
or association of workmen setting out 
the conditions according to which 
workmen are to be employed. These 
conditions may relate not only to 
rates of wages and hours of labour but 
also to the number and proportion of 
apprentices, the distribution of work, 
provisions for health and safety and a 
great variety of other subjects differ- 
ing with the nature of the industry 
and the strength of the trade union. 
Some provision is usually made for 


By MarGcaret MackInTOsH 
Department of Labour 
Ottawa, Canada 


machinery to settle disputes between 
the parties and to ensure the observ- 
ance of the agreement. 


Cotton Industry Control 


Under the English Cotton Manu- 
facturing (Temporary Provisions) Act 
(1934), when the employers con- 
trolling the majority of looms in the 
industry and the trade unions repre- 
senting the majority of the work- 
people affected make joint applica- 
tion for an order giving legal effect 
throughout the industry to the rate 
of wages agreed upon by the repre- 
sentatives of the employers and trade 
unions, the Minister of Labour refers 
the application to a board of three 
independent persons for report. If 
the board unanimously recommends 
that the order be made, the Minister 
may issue an order applying the 
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agreed wage-rates to a// in the indus- 
try. An employer paying less than 
the rate of wages provided for is 
liable to a fine of not more than f10. 
An agreement under the Act was ar- 
rived at on March 15, 1935, and was 
made legally binding on the employ- 
ers and workpeople concerned as from 
July 15, 1935. 

This statute was passed at the joint 
request of the employers and trade 
unions in the industry and is to re- 
main in force until December 31, 1937. 
It was passed because the sharp con- 
traction in demand for English cotton 
goods in recent years had led to severe 
competition between employers and 
to numerous violations of agreements 
as to wage-rates and the number of 
looms assigned to each weaver. On 
the second reading of the Bill in the 
House the Minister of Labour stated: 


The question before the industry now is how to se- 
cure that the whole principle of collective bargaining 
does not break down. The great majority of the em- 
ployers are anxious to honour agreements. The payment 
of lower wages where that has taken place, I am advised, 
has not resulted in the sale of a single extra yard of cloth 
anywhere. It merely means that employers who are 
faithful to the agreements, and wish to keep them, find 
themselves unable to compete with those employers who 
either have not been parties to the agreements or, if 
they have, have broken away from them Neither 
the Government nor any independent part is given any 
power to fix rates of wages, or to interfere in any way 
with the voluntary negotiation of wages and working 
conditions. I attach great importance to that, and so 
do the industry. This is a matter for them, and not for 
me or for this House, and in this Bill we are careful to 
secure that we do not in any way interfere with the great 
principle of voluntary negotiation with regard to wages 
and working conditions. 


Canadian Collective Agreements 


Last year in Quebec a Collective 
Labour Agreements Extension Act 


was passed. This Act, empowers the 
Lieutenant-Governor in Council, on 
the recommendation of the Minister 
of Labour, to extend the operation of 
certain terms of a collective agree- 
ment between one or more associa- 
tions of employees and one or more 
employers or associations of employ- 
ers so as to bind a// employers and 
employees in the same trade, industry 
or business within the district covered 
by the agreement. Petition for the 
extension of an agreement may be 
made to the Minister of Labour by 
any association of employees or em- 
ployers which is party to the agree- 
ment. To safeguard the interest of 
non-parties, the Minister is required 
to give notice of the petition in the 
Quebec Official Gazette and for thirty 
days thereafter objections may be 
made to the extension of the agree- 
ment. If the Minister, then, is satis- 
fied that its provisions ‘‘have ac- 
quired a preponderant significance 
and importance for the establishing 
of the conditions of labour’’ in the 
industry or business, he may recom- 
mend its extension, with any altera- 
tions he may deem expedient, to the 
Lieutenant-Governor in Council. 
An agreement with has been made 
binding may be amended in the same 
way. Account must be taken in the 
agreements of ‘‘the economic zones” 
of the province in establishing labour 
conditions. Nothing in the Act is to 
be deemed as compelling any person 
to become or not to become a member 
of any association. 

When a collective agreement is ap- 
plied by order in council to all em- 














ployers and employed in the industry, 
it governs all the individual labour 
contracts within its scope except 
those providing more favourable con- 
ditions for the worker, unless this 
variation from the terms of the collec- 
tive agreement has been expressly pro- 
hibited by the agreement itself. 

In the original Act, it was stipu- 
lated that only the wages and hours 
terms of the agreement might be 
given general application. Under 
the 1935 amendment, the provisions 
as to apprenticeship and the propor- 
tion of apprentices to qualified work- 
men may also be made generally 
binding. 


Joint Committee Enforces 


The enforcement of an agreement is 
entrusted to a joint committee which 
must be set up by the parties and to 
which not more than two persons rep- 
resenting other employers and work- 
ers in the industry may be added by 
the Minister of Labour. The com- 
mittee may check up wage-rates, 
working hours and apprenticeship 
conditions to see that they are in ac- 
cordance with the agreement and it 
is given authority to represent the 
workers, without having to prove an 
assignment of claim, in any action 
arising in their favour from an agree- 
ment. A joint committee is consti- 
tuted a corporation for the purposes 
of the Act. Neither the committee 
nor its members may be held liable 
for damages to an employer through a 
suit brought in good faith but un- 
founded in fact. A committee may, 
in accordance with the agreement, 
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levy on the employers, or on both 
employers and employees, the amount 
required to meet its expenses in en- 
forcing the agreement, provided that 
the rate of assessment and the esti- 
mates of receipts and expenses are ap- 
proved by the Lieutenant-Governor 
in Council and quarterly reports made 
to the Department of Labour, which 
is to act as trustee of any balance at 
the expiration of an agreement. 
The levy, however, must not exceed 
one-half of one per cent of the work- 
man’s wages or of the employer's 
payroll. 

Any person who violates a wages 
schedule may be required to pay to 
the joint committee, as liquidated 
damages, twenty per cent of the wage 
claim as determined by a court. For 
violation of any other provision of an 
agreement made obligatory, or for 
making false returns to a joint com- 
mittee or its inspector, or for refusing 
information or obstructing the latter 
in his duties, fines may be imposed. 


Court Upholds Acts 


A large number of actions by indi- 
viduals have come before the Quebec 
Courts under this Act. Almost all 
were claims for wages at the rate 
fixed in an agreement. In January, . 
1935, numerous claims were deter- 
mined by a judgment of Mr. Justice 
Stackhouse of the Circuit Court of 
Montreal involving the building 
trades agreement. The plaintiff, a 
painter employed by a master painter 
and contractor, claimed wages at the 
rate fixed in the collective agreement 
which had been extended by order in 
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council to apply to all employers and 
employees in the building industry in 
Montreal. Neéther the plaintiff nor the 
defendant was a party to the agreement. 
Judgment was given for the plaintiff. 

In September, in Sekel v. Kelly, the 
plaintiff's claim for wages at the rate 
fixed in the Montreal building trades 
agreement was allowed, the Court 
holding that the construction of an 
underground conduit for electric 
wires on which he. was employed was 
covered by the agreement. In an- 
other case, the joint committee estab- 
lished to enforce the agreement in the 
shoe industry was successful in an 
application to have certain workers 
paid according to the hourly rate 
fixed in the agreement for that in- 
dustry, although they had made their 
contracts on a piece-work basis. Mr. 
Justice Boyer in the Bankruptcy Divi- 
sion of the Superior Court of Mon- 
treal pointed out that the law pro- 
vides that— 


a worker, whatever agreement he himself may make, is 
entitled to claim the difference between what is paid 
him and the minimum wage fixed under the authority of 
the law The fact that the workers are on picce- 
work does not prevent the application of the law seeing 
it is based on the number of working hours and requires 
the employer to keep a true record of the hours and that 
otherwise the law would be ineffectual. 


Several prosecutions under the 
amended Act have been successful. 
Most of these have been for obstruct- 
ing the members of the joint commit- 
tees or their inspectors in their duties 
of inspecting employers’ records as to 
wages and hours. One complaint 
was dismissed on the ground that it 
had been sworn out by an inspector 


and not by a member of the joint com- 
mittee as the court deemed necessary, 


Sixty Agreements 


About sixty collective agreements 
were given general application by 
order in council between April 20, 
1934, when the Act went into effect, 
and March 1, 1936. Of these, some 
fifty, covering approximately 135,000 
workers, were in effect at the end of 
1935. Theclasses of workers affected 
included those employed in construc- 
tion in about ten different areas, bar- 
bers and hairdressers in eleven dis- 
stricts, bakers and bread distributors 
in six areas, longshoremen for inland 
and ocean vessels at Montreal, fur and 
millinery workers in Montreal, print- 
ers in Quebec City and in Chicoutimi 
and persons employed in ornamental 
iron and bronze workshops in Quebec 
and Montreal. In addition, legal 
effect has been given throughout the 
province to the agreements covering 
granite and stone cutting and the 
manufacture of boots and_ shoes, 
women’s cloaks and suits, men’s 
clothing and furniture and gloves. 
Lower rates of wages and, in some 
cases, longer hours are permitted in 
the smaller towns than in the larger 
centres. It has been estimated by the 
Quebec Department of Labour that 
these agreements have effected an 
average annual increase of $60 for 
the workers concerned. Most of the 
agreements are stipulated to remain 
in force for one year or for the season 
and to be renewed automatically un- 
less one of the contracting parties 
gives notice of an intention to modify 
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or revoke an agreement. Many of 
these have been amended in one or 
more respects. All the agreements 
lacking the automatic renewal clause 
have been renewed except three, those 
relating to longshoremen employed 
in Montreal in connection with sea- 
going vessels, to electricians in Three 
Rivers and to fur workers in Mon- 
treal. 

All the agreements legalized appear 
to have been made by trade unions on 
the workers’ side, except those relat- 
ing to granite and stone cutting. In 
these two cases, the agreements were 
concluded by a number of employers 
and a committee of employees. 


Interprovincial Competition 


The Act stipulates—‘‘The Lieu- 
tenant-Governor in Council may re- 
fuse to apply the provisions of this 
Act to any industry liable, in his 
opinion, to suffer, through their en- 
forcement, serious injury from the 
competition of foreign countries or of 
other provinces. 

In the matter of interprovincial 
competition, the representatives of 
the joint committees appointed to 
enforce the agreements in Quebec 
have declared themselves opposed to 
separate provincial agreements in 
competitive industries. A possible 
solution of the problem of such com- 
petition in labour conditions is indi- 
cated by the action of employers and 
trade unions in the millinery and 
women’s clothing industries after the 
enactment of the Industrial Standards 
Act in Ontario. This statute also 
provides that the wages and hours 


terms of an agreement may, on cer- 
tain conditions, be made binding on 
the whole industry within the district 
specified. The millinery workers’ in- 
ternational union negotiated agree- 
ments with the millinery manufac- 
turers’ association of Montreal and 
with manufacturers in Ontario at the 
same time. Both agreements pro- 
vided for a 40-hour week and a five- 
day week with provision for limited 
overtime in rush seasons. Weekly 
wages fixed in the Montreal agree- 
ment were one dollar less for six 
classes of workers than in the Ontario 
agreement, with the same rate for the 
one remaining category. The On- 
tario agreement was made obligatory 
on the millinery industry throughout 
the province but it was stipulated in 
the order in council that the provi- 
sions as to hours should not become 
effective until similar provisions were 
put in force in the Montreal district. 
The Montreal agreement was gazet- 
ted a few days later. Similarly, the 
agreement of the International Ladies 
Garment Workers’ Union covering 
the making of women’s cloaks and 
suits was made binding on all em- 
ployers and employed in this industry 
in Ontario and Quebec. In this case, 
the same minimum wage-rates and 
maximum hours of labour were estab- 
lished in both provinces. 

The Industrial Standards Act of 
Ontario differs in several important 
respects from the Quebec law on col- 
lective agreements but the underlying 
principle is similar—the application 
of a common rule as to wages and 
hours of labour to each of the various 














































classes of labour in an industry, if 
agreement is reached by a sufficient 
proportion of the employers and 
workpeople concerned. In Ontario, 
however, the Act expressly authorizes 
the Minister of Labour to promote 
the conclusion of collective agree- 
ments by calling conferences of the 
employers and employees for the pur- 
pose of negotiating agreements if rep- 
resentatives of either group request 
him todo so. In Quebec, the Minis- 
ter of Labour acts only after an agree- 
ment has been reached and petition 
for its extension has been submitted 
to him. 


Attitude of Employers 


It is difficult to estimate correctly 
the attitude of the general body of 
employers to the Industrial Standards 
Act and the Collective Labour Agree- 
ments Extension Act. In two recent 
articles in a trade journal, officers of 
the Montreal Builders’ Exchange and 
the Toronto Building and Construc- 
tion Association respectively, repre- 
senting practically all the large con- 
tracting firms in these cities, express 
definite approval of the principles of 
this legislation. Other firms engaged 
in speculative house-building in To- 
ronto have been reported as opposed 
to the Ontario statute. A large part 
of building operations in Canadian 
cities has been carried on for many 
years under collective agreements and 
the big construction companies are 
accustomed to collective bargaining. 
In the manufacturing industries, 
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this is not the case and the Canadian 
Manufacturers’ Association has de- 
clared its opposition to collective bar- 
gaining between employers and trade 
unions, although some of its members 
enter into collective agreements with 
trade unions. The industrial rela- 
tions committee of the Association 
reported on its‘action regarding the 
Industrial Standards Act as follows: 


With regard to the Ontario Industrial Standards Act 
which is modelled on the Quebec Collective Agreements 
Extension Act, it was held by your Committee to be 
objectionable on the ground that it would inevitably 
constitute an invitation to trades unions to proceed to 
unionize all industrial workers. Your Committee con- 
siders that the Association should still adhere to its 
traditional policy of insisting that wages, hours and 
conditions of employment generally should be agreed 
upon between employers and their own employees; 
and it was primarily because this new collective bargain- 
ing legislation appears definitely to deny that principle 
that your Committee considered that it should be vigor- 
ously opposed. The Bill passed the Ontario Legislature 
in spite of the representations made. 


In February, 1935, the Quebec Divi- 
sion of the Association presented a 
memorandum to the provincial Gov- 
ernment from which the following is 
extracted: 


At the last session of Parliament, an Act respecting the 
Extension of Collective Labour Agreements was passed, 
after several amendments in the original text of the Bill. 
The Act, by its very nature, does not in our opinion 
admit of any great degree of variation by amendment 
without the danger arising of its developing from a 
reasonably helpful statute to one fraught with grave 
danger to the industrial life of the Province... . we 
would urge that the Government be persuaded to allow 
the Act to remain in its present form without change for 
some time to come, until it is thoroughly tried and tested. 


Extracted from the Canadian Bar Review, 
Vol. 14, Parts 2 and 3, 1936. 





